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1. AMBASSADOR AND ACTING USAID DIRECTOR CALLED ON MINISTER 
OF FINANCE NEGASH DESTA AT LATTER'S REQUEST ON SEPTEMBER 30. 
NEGASH DISMOURSED ON HOW QUALITY OF INTERNAL GRAIN MARKETING 
IN ETHIOPIA WHICH CHARACTERIZED BY POOR TRANSPORTATION AND 
COMMUNICATIONS AND ATTENDANT HIGH MARKETING MARGINS. WITH 
THE INSTITUTION OF LAND REFORM, THE PROBLEM OF URBAN 
FOODGRAIN SUPPLY HAS BECOME CRITICAL BECUASE OF (A) DISRUPTION 
OF ESTABLISHED MARKETING CHANNELS, E.G. FORUM 

LANDLORDS AND 

(B) INCREASED ON-FARM CONSUMPTION BY FORMER TENANT FARMERS. 
ALTHOUGH THE EPMG WERE MOVING RAPIDLY TO ESTABLISH NEW 
MARKETING MECHANISMS PARTICULARY IN CONNECTION WITH THE IBRD 
GRAIN MARKETING PROJECT, SHORTAGES IN URBAN AREAS WERE CLEARLY 
PREDICTABLE UNTIL RURAL REFORM MEASURES E.G. PEASANT 
ASSOCIATIONS AND NEW MARKETING MECHANISMS HAD TIME TO DEVELOP. 
THIS IS WHY HE HAD REQUESTED FOOD ASSISTANCE FROM THE U.S. 

ON AN URGENT BASIS AND WHY HE WAS NOW REQUESTING OUR ASSISTANCE 
EXPEDITING ACTION ON HIS TITLE I REQUEST. 

2. WE POINTED OUT TO NEGASH THAT WE SHARED HIS UNDERSTANDING 
OF THE BASIS FOR THE TITLE I REQUIREMENT AND SUPPORTED A TITLE 

I PROGRAM FOR ETHIOPIA. HOWEVER, BEFORE WASHINGTON COULD REACT 
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TO HIS GOVERNMENT'S PROPOSAL, WE WOULD HAVE TO RECEIVE THE DATA 
BACKUP (REF A) WHICH WE UNDERSTOOD WAS BEING PREPARED BY THE 
MINISTRY OF AGRICULTURE AND THE ETHIOPIAN GRAIN BOARD. NEGASH 
STATED HE WOULD AGAIN CONTACT MINAG TO EXPEDITE THE DATA 
SUBMISSION. FYI: USAID INFORMED BY MINAG THAT DATA FINALIZED 
AND AWAITING TRANSMITTAL TO MINFIN. END FYI. 

3. AMBASSADOR NOTED THAT THERE WERE OTHER CONCERNS REGARDING 
PROVISION OF TITLE I GRAIN WHICH WOULD CERTAINLY BE RAISED 
DURING WASHINGTON REVIEW AND WHICH THE EPMG WOULD NEED TO 
ADDRESS. ONE CONCERN WAS POTENTIAL NEGATIVE EFFECT OF TITLE 

I GRAINS ON DOMESTIC 

FOOD PRODUCTION AND MARKETING AND THIS DIRECTLY RELATED TO 
EPMG'S GRAIN PRICING POLICIES. MIGHT IT NOT BE THE CASE THAT 
GOVERNMENT WAS TRYING TO HOLD URBAN GRAIN PRICES AT TOO LOW 
A LEVEL? NEGASH ACKNOWLEDGED PAST MISTAKES 
RESPECTING PRICE CONTROLS BUT STATED NEW PRICING POLICY WAS 
UNDER EPMG CONSIDERATION WHICH, HE HOPED, WOULD ALLOW 
FREE PRICE MOVEMENT WITHIN "BANDS OF TOLERANCE." FYI: 

THIS CLEARLY AN ALLUSION TO IBRD (NEKBY) DRAFT WHITE COVER 
FOR GRAIN MARKETING PROJECT WHEREIN UPPER LIMIT TO BAND OF 
TOLERANCE WOULD BE WORLD MARKET PRICE PLUS TRANSPORT COSTS 
TO ADDIS ABABA. END FYI. 

MOREOVER, NEGASH STATED, EPMG HAD ALREADY ADJUSTED CEILING 
PRICES UPWARDS. 

4. A SECOND SERIOUS CONCERN CITED BY THE AMBASSADOR WAS THE 
PRESENT ABILITY OF ETHIOPIA'S PORTS TO RECEIVE AND EVACUATE 
LARGE TONNAGES OF GRAIN. NEGASH AHD NO CLEAR REPONSE TO THIS 
ISSUE OTHER THAN TO CITE RECENT EPMG PROCUREMENT OF TRUCKS 
AND REORGANIZATION OF THE TRUCKING INDUSTRY. 

5. WHEN DATA BACKUP TITLE I REQUEST RECEIVED, BELIEVE IT 
ESSENTIAL OUR RELATIONS EPMG THAT WASHINGTON CONSIDERATION 
AND RESPONSE IN FORM NEGOTIATING INSTRUCTIONS BE EXPEDITED 
TO MAXIMUM FEASIBLE EXTENT. 

HUMMEL 
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